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3 The Siphoning Effect
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Table 1: Subsidies on Basic Foods and Other Agricultural Subsidies  (In bn. rubles and %)
LP FH MK GR PV FS OP TP IP WF DS TES SDS STES
1965 2.8 0.1 - 0.3 - 3.5 0.4 3.9 0.4 - 3.5 4.3 3.4 4.2
1966 3.5 - - 4.2 0.3 4.5 0.6 - 4.2 5.1 4.0 4.8
1967 4.8 - - 5.7 0.2 5.9 0.8 - 5.7 6.7 4.9 5.8
1968 5.7 0.4 - 7.4 0.3 7.7 1.0 - 7.4 8.7 5.8 6.8
1969 6.2 0.6 - 8.3 0.1 8.4 1.2 - 8.3 9.6 6.0 6.9
1970 8.8 0.2 2.1 0.8 - 13.3 0.2 13.5 1.4 - 13.3 14.9 8.6 9.6
1971 10.9 2.6 - 15.6 1.0 16.6 1.7 - 15.6 18.3 9.5 11.1
1972 11.7 2.7 0.3 16.9 1.4 18.3 2.0 - 16.9 20.3 9.8 11.7
1973 11.5 3.2 0.3 15.9 0.2 16.1 2.4 - 15.9 18.5 8.6 10.1
1974 13.5 3.4 0.5 17.8 - 17.8 2.7 - 17.8 20.5 9.0 10.4
1975 14.2 0.2 4.0 0.6 0.5 19.8 0.2 20.0 3.1 - 19.8 23.1 9.2 10.8
1976 13.0 5.3 0.7 21.3 0.6 21.9 2.9 - 21.3 24.8 9.4 10.9
1977 14.6 6.0 0.8 23.1 0.7 23.8 3.2 - 23.1 27.0 9.5 11.1
1978 15.8 5.9 0.8 24.7 0.2 24.9 3.7 - 24.7 28.6 9.5 11.0
1979 15.3 7.7 1.3 26.7 0.1 26.8 4.0 - 26.7 30.8 9.7 11.1
1980 14.0 0.2 7.5 0.8 1.0 25.1 0.2 25.3 4.3 - 25.1 29.6 8.5 10.0
1981 15.2 8.3 1.4 1.1 26.4 2.4 28.8 4.4* - 26.4 33.2 8.5 10.7
1982 15.3 9.0 2.0 1.7 28.8 1.1 29.9 4.6* - 28.8 34.5 8.4 10.1
1983 21.4 13.8 3.7 2.2 42.1 3.2 45.3 4.7* 9.4 51.5 59.4 14.5 16.8
1984 21.0 14.1 3.6 2.4 44.9 3.1* 48.0 4.9* 9.8 54.7 62.7 14.7 16.9
1985 26.6 2.1 18.9 4.4 3.0 56.0 3.0 59.0 5.0* 13.9* 69.9 77.9 18.1 20.2
1986 27.8 1.8 19.2 4.4 3.7 57.9 3.3 61.2 5.2 18.0 75.9 84.4 18.2 20.2
1987 58.1 4.3* 62.4 5.8 22.5* 80.6 90.7 18.7 21.0
1988 26.8 2.6 16.1 6.3 2.0 57.6 5.3 62.9 1.8 27.1 84.7 91.8 18.4 20.0
1989 22.6 17.2 6.1 55.0 6.3* 61.3 - 32.2 87.2 93.5 18.1 19.4
1RWHV
LP: Livestock and Poultry; FH: Fish; MK: Milk; GR: Grain; PV: Potatoes and Vegetables
FS: Food Subsidies (This might be different from the total of reported items because it includes other
food subsidies)
OP: Other Procurement Subsidies (Cotton and Wools for Light Industries)
TP: Total Procurement Subsidies (FS+OP); IP: Input Subsidies for Agriculture
WF: Weak Farm Subsidies (These begin in 1983. The name was changed to differential premium to
procurement prices in 1988)
DS: Direct Subsidies (FS+WF); TES: Total Explicit Subsidies (FS+OP+IP+WF)
SDS: Share of Direct Subsidies out of the state budget expenditure
STES: Share of Total Explicit Subsidies out of the state budget expenditure
- : None or negligible; Blank: Non-available
6RXUFHV
LP, MK (1965-1980): Semenov (1983a, 155); PV (1965-1980): Semenov (1983a, 157)
FS (1965-1980): Semenov (1983a, 142); FH, GR (1965, 1970, 1975, 1980, 1985, 1986) : Semenov
(1987, 35); LP, MK, GR, PV, FS (1981): Semenov (1983b, 13); LP, MK, GR, PV, FS (1982, 1983a),
WF (1983a): Semenov (1985a, 57); LP, MK, GR, PV, FS, WF (1984): Dementsev (1985, 5)
LP, FH, MK, GR, PV, FS (1985, 1986), IP (1986): Semenov (1987, 35)
LP, FH, MK, GR, PV, FS, OP, WF (1988): Semenov (1990a, 6)
LP, MK, GR (1989): *RV.RP6WDW￿6665￿(1991, 46);
FS (1987-1989), IP (1987, 1988), WF (1989): Semenov (1990b, 51)
OP (1965-1981): Semenov (1983a, 154); OP (1985, 1986): Semenov (1988, 19)
WF (1986): Kim (1988, 53);  IP (1965-1980): Estimates from Semenov (1973, 25; 1974, 47; 1982a,
242)
*: Estimates from trends
State Budget Expenditure: 0LQLVWHUVWYR￿)LQDQVRY￿6665, 1972, 23; 1976, 20; 1982, 20; 1987, 13; 1988,
14; 1990, 1622
Byung-Yeon Kim
Institute for Economies in Transition
Table 2: Retail and Implicit Prices of Foods (In  rubles per kg)
Product / Year 1970 1975 1980 1985 1986 1987 1988 1989
O f f i c i a l  r e t a i l  p r i c e  ( A ) 1 . 7 21 . 7 01 . 7 41 . 7 51 . 7 61 . 7 71 . 8 01 . 7 9
M e a t S u b s i d i e s  ( B ) 1 . 6 01 . 7 51 . 9 93 . 5 63 . 5 13 . 7 14 . 2 84 . 6 9
Implicit retail price (A + B) 3.32 3.45 3.73 5.31 5.27 5.48 6.08 6.48
A / (A + B) 0.52 0.49 0.47 0.33 0.33 0.32 0.30 0.28
O f f i c i a l  r e t a i l  p r i c e  ( A ) 0 . 2 70 . 2 60 . 2 40 . 2 50 . 2 50 . 2 50 . 2 40 . 2 5
M i l k S u b s i d i e s  ( B ) 0 . 0 60 . 0 80 . 1 40 . 3 10 . 2 90 . 3 10 . 4 00 . 4 2
Implicit retail price (A + B) 0.33 0.34 0.38 0.56 0.54 0.56 0.64 0.67
A / (A + B) 0.82 0.76 0.63 0.45 0.46 0.45 0.38 0.37
O f f i c i a l  r e t a i l  p r i c e  ( A ) 0 . 1 20 . 1 40 . 1 40 . 1 50 . 1 50 . 1 60 . 1 70 . 1 9
Potatoes S u b s i d i e s  ( B ) 0 . 0 20 . 0 40 . 0 90 . 1 40 . 1 30 . 1 20 . 1 20 . 1 2
Implicit retail price (A + B) 0.14 0.18 0.23 0.29 0.28 0.28 0.29 0.31
A / (A + B) 0.86 0.78 0.61 0.52 0.54 0.57 0.59 0.61
Official retail price (A) n.a. 2.29 2.31 2.35 2.41 2.52 2.55 2.59
Subsidies (B) n.a. 1.31 1.49 4.09 3.77 3.71 3.98 4.94
Implicit retail price (A + B) n.a. 3.60 3.80 6.44 6.18 6.23 6.53 7.53
Sausages
(Kolbasnye
Izdeliya) A / (A + B) n.a. 0.64 0.61 0.36 0.39 0.40 0.39 0.34
O f f i c i a l  r e t a i l  p r i c e  ( A ) 3 . 4 93 . 4 73 . 3 93 . 3 83 . 3 83 . 3 83 . 4 03 . 4 0
Butter S u b s i d i e s  ( B ) 1 . 4 82 . 0 73 . 3 36 . 2 96 . 2 96 . 4 08 . 4 18 . 9 9
Implicit retail price (A + B) 4.97 5.54 6.72 9.67 9.67 9.78 11.81 12.39
A / (A + B) 0.70 0.63 0.50 0.35 0.35 0.35 0.29 0.27
O f f i c i a l  r e t a i l  p r i c e  ( A ) 0 . 1 60 . 1 60 . 1 70 . 1 80 . 1 80 . 2 10 . 2 20 . 2 2
S u b s i d i e s  ( B ) 0 . 0 10 . 0 40 . 0 20 . 0 70 . 0 50 . 0 90 . 1 00 . 1 0
Implicit retail price (A + B) 0.17 0.20 0.19 0.25 0.23 0.30 0.32 0.32
Wheat and rye
bread
A / (A + B) 0.94 0.80 0.89 0.72 0.78 0.70 0.69 0.69
1RWHV
Subsidies consist of food subsidies and weak farm subsidies.
n.a.: not available
6RXUFH
GosKomStat (unattributed):The reliability of these data were confirmed by Semenov’s articles, carrying
very similar data on the figures for 1980 and 1986 (Semenov, 1982a, 233; Semenov, 1988, 22).23
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Table 3: Deficit and Revenue from Foreign Trade in the Soviet State Budget
(In bn. rubles and %)
SBR RFT
a SBD
a BBD RFT/SBR SBD/SBR
1965 102.3 7.5 2.7 -0.7 7.3 2.6
1966 106.3 8.3 1.3 -1.4 7.8 1.2
1967 117.2 10.7 1.3 0.1 9.1 1.1
1968 130.8 11.9 4.0 1.7 9.1 3.1
1969 140.0 13.8 4.3 4.5 9.9 3.1
1970 156.7 16.9 5.1 6.5 10.8 3.3
1971 166.0 16.9 5.1 4.3 10.2 3.1
1972 175.1 20.9 5.2 4.8 11.9 3.0
1973 187.8 23.5 7.7 8.6 12.5 4.1
1974 201.3 23.9 7.9 8.6 11.9 3.9
1975 218.8 30.0/31.8 8.0/6.2 14.9 13.7/14.5 3.7/2.8
1976 232.2 32.6/35.2 10.6/8.0 16.8 14.0/15.2 4.6/3.4
1977 247.8 35.1/38.4 11.1/7.8 19.3 14.2/15.5 4.5/3.2
1978 265.8 37.4/41.4 14.9/10.9 22.1 14.1/15.6 5.6/4.1
1979 281.5 40.6/45.5 14.1/9.2 14.4/16.2 5.0/3.3
1980 302.7 44.3/50.3 18.0/12.0 16.3
b 14.6/16.6 5.9/4.0
1981 320.6 54.9/60.9 15.0/9.0 17.1/19.0 4.7/2.8
1982 353.0 60.3/66.3 21.0/15.0 17.1/18.8 5.9/4.2
1983 357.9 59.6/65.6 16.0/10.0 16.7/18.3 4.5/2.8
1984 376.7 62.3/68.3 15.0/9.0 15.2
b 16.5/18.1 4.0/2.4
1985 390.6 71.1 18.0 18.2 4.6
1986 419.5 64.4 47.9 15.4 11.4
1987 435.5 69.3 57.1 15.9 13.1
1988 469.0 62.6 90.1 13.3 19.2
1989 493.7 67.2 91.8 13.6 18.6
Notes
   SBR: State budget revenue including deficit financing
   RFT: Revenue from foreign trade
   SBD:  State budget deficit,    BBD: Birman’s estimates of the state budget deficit
    a    : The first and second estimate during 1975 and 1984 are based on  McKinnon (1991, Table 11.1)
and Berngol’ts (1991, 279)
   b   : These are our estimates based on Birman (1986, 588) on RFT; others in  Birman’s estimate are
from Birman (1981, 209)
Sources
  Sources from the archive are indicated as follows: (name of archive, IRQG, RSLV, GHOR).
   1965: Our estimate based on Garbuzov (1966, 6)
   RFT of 1966-1968: (*$5), 1562, 45, 6149); (*$5), 1562, 45, 10021)
   Deficit of 1966-1970 and 1972-1974: (*$5), 1562, 45, 2659): (*$5), 1562, 45, 6150);
      (*$5), 1562, 45, 10022); (*$5), 46, 1804); (*$5), 47, 1656); (*$5), 49, 2087); (*$5), 1562,
50, 1972); (*$5), 1562, 55, 2122): RFT in 1969-1970 and 1971-1974 are estimated from those
figures and 0LQLVWHUVWYR￿)LQDQVRY￿6665, 1972, 11-12, 77-78
   RFT and Deficit in 1971: Estimates based on RFT in 1970 and 1972, the foreign trade in transferable
rubles (0LQLVWHUVWYR￿9QHVKQLH￿(NRQRPLFKHVNLH￿6Y\D]L￿6665, 1991, 6), 0LQLVWHUVWYR￿)LQDQVRY
6665 , 1976, 8-9, 74-75
   RFT and Deficit in 1975-1979: Estimated from RFT in 1974 and 1980 (estimate, see below), foreign
trade in transferable rubles (0LQLVWHUVWYR￿9QHVKQLH￿(NRQRPLFKHVNLH￿6Y\D]L￿6665, 1991, 6) and
0LQLVWHUVWYR￿)LQDQVRY￿6665 , 1976, 8-9, 74-75; 1982￿, 10-11, 47-48.
   RFT in 1980-1984: Estimates based on McKinnon (1991, Table 11.1), Berngol’ts (1991, 279),
0LQLVWHUVWYR￿)LQDQVRY￿6665, 1982, 10-11, 47-48, 1987, 4-5, 40-41
   Deficit in 1980-1984: Cited from McKinnon (1991, Table 11.1) and Berngol’ts (1991, 279)
   RFT and Deficit in 1985-1989: 1.K￿1989, 611-612Byung-Yeon Kim
Figure 1: Total and Unofficial Siphoning Effects
                (% of retail turnover in the official retail market)
Sources: FBSD; RVS; NKh (various years)
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Figure 2: Money Income and Retail Sales Excluding the Siphoning Effect
Notes: MI (the growth rate of households’ money income)
RSII (the growth rate of retail sales II) = retail sales in the official statistics -
the official and unofficial siphoning effects
Sources: FBSD; RVS; Kim (1999); NKh (various years)


















































Figure 3: Current and Adjusted Current Balances (% of state budget
expenditure)
Sources: Ministerstvo Finansov 1972, 11-12, 25, 27-29; 1976, 8-9, 22-23,
25-27; 1982, 10-11, 22-23, 25-27; 1987, 4-5, 14-15, 18-19; 1988, 5-6, 14,
16-17; 1990, 6-7, 18-19;  Sources in Table 1; Kim (1996, 286, 298)
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Figure 4: Deficit Financing by Printing Money (In bn. rubles)
Sources: sources in Table 3; Kim (1996, 81-2; 257-8; 283-4; 288-9)











































money printing for financing the budget deficit28
Byung-Yeon Kim
Institute for Economies in Transition
Appendix 1: Measuring the Siphoning Effect
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Appendix 2: Estimation of the Soviet Budget Deficit
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